INTRODUCTION
The fiscal deficits are widening of state governments from 2.7 per cent to 3.1 in the current year in India. It has re-emerged as a cause of concern for the Indian economy, because GFD-GDP ratio crossed the threshold for the third consecutive year (RBI, 2018) . Maharashtra is one of the more progressive states of Indian federation (Pethe & Lalvani, 2005) . Fiscal deficit in Maharashtra state is increasing fast, because of farm loan waiver and seventh pay hikes of employees. The non-productive expenditure is reducing the capital expenditure of the state. In the state, urbanization is increasing very fast. Not only people from rural area but those from all over India are migrating to the state. Therefore, overpopulation affects the existing infrastructure facilities in the state. There is huge demand for housing but housing is not affordable to poor people.
The state government is not investing enough in housing for poor people. It has resulted in slums and encroachment upon private and public land. The slums are found near railway stations, top of dangerous hills, below high tension electric wires, pipelines, gardens, etc. Slums have inadequate coverage of sanitation, water supply, electricity, health care and roads. It has affected on human resource development in the state.
Youths are not provided with skilled education in the state. State has maximum employment opportunities, but the youths do not receive the job oriented education. They do not get the jobs and higher income. The state has not adopted the labor friendly policies and standards; has sharply reduced the expenditure on labor and labor welfare schemes over the period of time. The state government is not spending enough resources on innovations of science and technology. Most of the administrative services are now available on online basis. But the state government is not able to provide all administrative services online to people all over the state. It increases the delay and problems in provisions of public services to people in the state. People in the state are vising government offices for various issues. In government offices, maximum work is still done on manual basis and whole administration is busy in finding various files. Providing online records and survey is a primary responsibility of the state. But funds are not available to adopt scientific methods and technology for every socio-economic issue. State has reduced its role in water and soil conservation. Earlier governments have spent maximum amount of money for water and soil conservation. State has reduced its role in minor and major irrigation projects due to high corruption. Each village required the water, soil conservation scheme, but state government has no resources for such schemes. Most of water conservation schemes are announced, but resources are not provided by state. Now state more relies on private participation as far as water conservation is concerned. State is suffering from high water, air, and soil pollution. Almost all rivers are highly polluted and this affects the agriculture production and people health. Soil quality is degraded due to multiple cropping pattern, insecticides, pesticides, use of polluted water for irrigation. In the state, industries, vehicles, urbanization is polluting air and it is affecting severely the people health.
Health care infrastructure is inadequate in the state. All the health care facilities are overcrowded. Most of the health care job vacancies are not filled. Doctors are not ready to serve rural communities. The is due to remuneration and health care infrastructure in rural areas. Therefore, people in rural areas do not get quality health care in the state. In urban area, all health care facilities are overcrowded and health care is not provided efficiently to people. There are inequalities and inefficiencies in health care services in the state. Since independence, state government encouraged the small scale industries for employment and production. But now government does not provide any benefit and subsidy or include such industries in the planning. Such industries are located at grass root level and providing employment to rural people. But state government has reduced the spending on such small scale industries. Investment in roads, ports has also been reduced by government. There is a direct relationship between public expenditure and economic development (Agbonkhese & Asekome, 2014) . But state has limited funds for various public services. In the state, maximum infrastructure services are brought under public private partnership. Maximum roads are built by private contractors and toll tax is charged for a long period of time. It is an economic burden on people of the state. Education sector is a backbone of state, but many self-financing schools, colleges, private universities are established. The role of state has reduced in financing of primary, secondary and higher education. The quality education is not provided to youths in the state. Youths are not empowered for self-, placement based or industry based employment. Private education is highly expensive for poor people in the state. This affects education and income generating activities of poor people in the long term.
Health care services are almost privatized in the state. Only few hospitals are getting the government funding in the state. Few hospitals in rural and urban areas receive grants from the state. It affects quality health care provided to rural and urban areas in the state. Agriculture is a backbone of state over the period of time. The state has reduced the investment in agriculture. Agriculture production and growth are negative in the state. Farmers invest in agriculture, but due to drought and unseasonal rain, the farmers earn huge losses in the state. They fall in debt trap where they continuously demand loan waiver schemes. Such loan waiver scheme is an additional burden on the state finances. State government spend very less funds on water, soil conservation, warehousing, commodity markets and information of prices to farmers. Farmer's suicides are regularly observed in the state. The main objective of this research paper is to understand the nature of public finance in the state, and get an idea about the link between non-productive expenditure and capital expenditure of the state. The first part of the research paper explains data and methodology. The second part accounts for revenue receipts and expenditure, capital receipts and expenditure before and after the FRBM Act. The last part of this research paper presents the regression results and policy implication. 
DATA

METHODOLOGY
For data analysis, Compound Annual Growth Rate (CAGR) has been used. The entire data within two periods were divided. That is before and after the Fiscal Regulatory and Budgetary Management Act (FRBMA). The FRBM act of 2003 has changed expenditure pattern of the state and central government. The authors have calculated the annual compound growth rate of different subheads of revenue receipts and expenditure, capital receipts and expenditure. Such method helped to understand the growth of subheads before and after the FRBM Act.
Compound growth rate
is explained as follows:
where t Y -estimated income or expenditure, tyear, a and b -parameters to be estimated. log log log log . ( )
where g -estimated compound growth rate in per cent andˆl
Ordinary least square regression method has been used to understand the relationship of revenue and capital receipts and expenditure with subheads. In order to examine the effects of FRBM Act on revenue receipts and expenditure, capital receipts and expenditure, the dummy variable approach method was used. STATA @11 has been used for data analysis.
Economic model:
The separate equation for revenue receipts, revenue expenditure, capital receipts and capital expenditure of state over the period of time has been developed. They are explained as follows: and NDE (Non-Developmental expenditure).
The Net State Domestic Product and Per capita NSDP of the state
Since liberalization, there is growth of Net State Domestic Product (NSDP). The state has observed growth in production of goods and services. The money value of goods and services for various years is presented in Figure 1 . 
Deficits in Maharashtra
Maharashtra is a highly progressive state in India, but now it witnesses a high revenue deficit. In 2003, the central government enacted the Fiscal Responsibility and Budget Management Act (FRBMA). As mentioned earlier, the state also enacted Fiscal Responsibility Acts (FRA) on the recommendation of the Twelfth Finance Commission (Chakraborty, 2017) . The revenue, primary, budgetary and fiscal deficits are presented in Figure 2 . 
The revenue receipts of the state
The growth of revenue receipts of the state is explained in two periods ( Table 1 ). The first period is explained as pre FRBM Act and post FRBM Act. The state's total expenditure comprises developmental and non-developmental expenditures, grants in aid and contributions (see Table  2 ). They are declining in state from the second period. Total expenditure during the first period was 12.5 per cent. It has observed as 4.88 per cent in the second period. It means the FRBM Act has reduced the expenditure of the state. But the developmental expenditure has increased from 10.28 to 14.93 from the first period to the second period. Developmental expenditure on social services has increased slightly from the first to the second period. Revenue expenditure on economic services has become double over the period of time. Expenditure on social services has increased from 12.44 per cent to 14.51 per cent from the first period to the second period. Expenditure on economic services has increased from 7.37 per cent to 16 per cent from the first period to the second period. In Maharashtra, the non-developmental expenditure was 16.03 per cent in the first period. In the second period, the growth in non-development expenditure is observed as 10 per cent only. The non-development expenditure has declined in the state. In the second period, it was observed as 9.42 per cent. The non-development purpose expenditure was only 3 per cent in the first period. In the second period, it is observed as -1.97 per cent. 
REGRESSION RESULTS
In order to study the relationship of different variables with the revenue receipts and expenditure, capital receipts and expenditure, ordinary least square regression model has been used. The regression model is defined as follows:
where it Y is the dependent variable and it is considered as state's revenue receipts, revenue expenditure, capital receipts and capital expenditure over the period of time. The independent variables are considered as the subhead of each revenue and expenditure. The dummy variable approach is also used to understand the effect of the FRBM Act on revenue receipts, revenue expenditure, capital receipts and capital expenditure. The results are presented in Table 5 .
Total revenue was statistically significant and positively correlated with revenue receipts in the first period. Tax revenue was negatively correlated in the first period. Such result was significant and negatively correlated with the revenue receipts. But the tax revenue is positively correlated with revenue receipts. Such results are positive and statistically significant. The state's own tax revenue was negatively correlated with revenue receipts in the first period. In the second period, the state's own tax revenue has increased. Such result was positive and statistically significant. The taxes on income were statistically significant and positively correlated in the second period. The taxes on property and capital transactions in the second period were positive and statistically significant. The taxes on commodities and services were negative and statistically significant in the first period. In the second period, taxes on commodities and services were positive and statistically significant. The share in central taxes was negative with respect to revenue receipts. It was statistically significant and positively correlated to revenue receipts in the second period. The non-tax revenue was negatively correlated with revenue receipts in the first period. In the second period, the non-tax revenue was positively correlated and statistically significant with revenue receipts. The state's own non tax revenue was negatively correlated and statistically significant in the first period. In the second period, the state's own non tax revenue was positive and statistically significant. The interest receipts was positively correlated with revenue receipts in the sec- ond period and it was statistically significant. The dividends and profit of state government was positive in both periods. General receipts were positive and statistically significant in the second period. Social services with revenue receipts were negative in the first period and they were observed as positively correlated in the second period. The economic services to revenue receipts were negative in the first period. It was positive in the second period. The grants from central government were negatively correlated with revenue receipts in the first period. In the second period, they were observed as positively correlated with revenue receipts.
In the revenue expenditure, there are numbers of subheads that are significant and some are not significant (see Table 6 ). Total expenditure is significant in both periods, that is before the FRBM Act and after the FRBM Act. State has no choice but to continue same spending on various departments, administration and projects in the state. Therefore, expenditure in state budgets is positively correlated and statistically significant. The development expenditure in the first and second periods was statistically significant and positively correlated. The state has to spend on various development related work and projects. The FRBM Act is not affecting such development expenditure. "The role of state is very important in provision of public goods. The provision of public good can help poor people to escape from vicious circle of poverty, undernourishment and underemployment" (Afridi, 2017) . The expenditure on social services was positive in period one and period two. Such result is statistically significant and positively correlated. The organs of state were positive and statistically significant in periods one and two. The expenditure on organs of state was positive in both periods. The expenditure on fiscal services was positive in both periods. The interest payment and serving debt was negative in the second period. This is mainly because state has reduced its dependence on loans. The earlier debt has also paid by the state. Therefore, fresh loans are not taken by the state. The expenditure on administrative services was positive and statistically significant. State has started spending more on administrative services. People are provided various public goods and services. Therefore, the spending on administrative services has increased. The expenditure on secretariat -general services -has increased. It is statistically significant and positively correlated to the total expenditure of state. The expenditure on pension was significant in the first period, whereas in the second period, it was not significant. In the second period, the pension scheme has been stopped to new employee. Therefore, expenditure on pension has also declined. Expenditure on general services was the same in both periods. Any change or difference in this expenditure has not been found. The grants-in-aid and contributions are statistically significant and positively correlated with total expenditure in both periods. They are least affected by the 2003 FRBM Act. The capital receipts over the two period have been also studied.
The results are presented in Table 7 .
One never found the total capital receipts as significant in both periods. The state government has very low capital receipts. The internal debt was positively correlated with capital receipts in the first period. In the second period, such relationship has not been found as positive or negative. The recovery of the loan and advances was statistically significant and positively co-related with the total receipts. The small saving provident fund was statistically significant in period one and it was positively correlated to the capital receipts. The reserve funds with capital receipts were positive in the second period. The deposit and advances were positive in the first period. It was positively correlated and statistically significant. The suspense and miscellaneous was positive and statistically significant in both periods. The remittances were negatively correlated and statistically significant in both periods.
Total capital disbursement to capital expenditure in the second period was positive and statistically significant (see Table 8 ). The total capital disbursement to capital expenditure was negatively correlated. Such relationship is statistical significant. The total capital outlays were negatively correlated and statistically significant with capital expenditure. Developmental expenditure was negatively correlated with capital expenditure and statistically significant. Expenditure on economic services was negative and statistically significant. The non-development expenditure was positively correlated to capital expenditure. The discharge of internal debt was positive and statistically significant in the second period. The repayment of loan was negatively correlated with capital expenditure. But in the second period, it was positive and statistically significant. Advances of state government were positive in both periods. Developmental pur- pose expenditure was statistically significant and positive in the second period. Social services capital expenditure in the first period was positive and statistically significant. Economic services in the second period are positive and statistically significant. The non-development expenditure was positive and statistically significant in the second period. Citizens residing in countries with lower provisions of government goods and services will receive higher returns from additional government spending rather than citizens in countries with already high levels of government provisions. As a result, citizens in the former countries will have more willingness to pay for additional government goods and services than those in the latter countries. This could lead countries with less government expenditure to increase their expenditure more than the countries with high level of government expenditure. Hence convergence in public expenditure could take place (Garg, 2015) .
Ordinary least square regression results
Ordinary least square regression has been used to examine the relation between dependent variable and independent variable. The results are presented in Table 9 .
The stamp and registration fees are positively correlated with revenue receipts in the state. The sales tax on motor sprit and lubricants is positively correlated to the revenue receipts in the state. The entertainment tax is negatively correlated with revenue receipts. It is statistically significant and positively correlated with revenue receipts. Other taxes and duties are positively correlated with revenue receipts in the state. The dividends and profits are positively corelated and statistically significant. Other taxes and duties are positively correlated and statistically significant. The dividends and profit are positively correlated and statistically significant. The major and minor irrigation projects are negatively correlated with revenue receipts in the state. Irrigation projects are important national assets, created by pumping in huge investments, whose benefits cannot be evaluated in terms of direct financial returns. They generate social benefits in the form of better health and hygienic standards, better habitats, etc., culminating in overall better standards of life, particularly in neglected rural communities, leading to higher productivity of water and land and human resources. Based on the area irrigated, these irrigation projects have been classified by the Central Government as major, medium and minor (Mohanty & Patra, 2016). Note: * Significant at 1 per cent, ** significant at 5 per cent, *** significant at 10 per cent.
Major and medium irrigation projects are not undertaken in the state and the relationship is statistically significant and positively correlated.
The minor irrigation is positively correlated and statistically significant with revenue receipts. The power receipts are negatively correlated to the revenue receipts in the state. State government is providing power subsidies. The state plan schemes are positively correlated to the revenue receipts. It is statistically significant.
The central plan schemes are positively correlated with revenue receipts. The centrally sponsored schemes are positively correlated and statistically significant. The dummy variables are statistically significant and positively correlated with revenue receipts. It means the state has positive revenue receipts in the second period as compared to the first period. Note: * Significant at 1 per cent, ** significant at 5 per cent, *** significant at 10 per cent.
Labour and labour welfare is negatively correlated with revenue expenditure. State government is spending less for labor and labor welfare. The soil and water conservation is statistically significant and negatively correlated to the revenue expenditure. The fisheries are positively correlated to revenue receipts. It is statistically significant and positively correlated. The science, technology and environment are negatively correlated and statistically significant in the state. The state is not spending much on science, technology and environment (see Table 10 ). Note: * Significant at 1 per cent, ** significant at 5 per cent, *** significant at 10 per cent.
The urban development is negatively correlated with the capital receipts. Urban development does not give revenue to the state. The receipts from villages and small industries are negatively correlated to capital receipts. The receipts of civil deposits are positively correlated with capital receipts. The receipts of civil advances are positively correlated with capital receipts in the state. The suspense is positive and statistically significant. Suspense is negatively correlated with capital receipts. They do not add to capital receipts. Remittances are positively correlated with capital receipts. The dummy variable is negatively correlated with capital receipts. It means capital receipt has not improved in the second period (see Table 11 ). Note: * Significant at 1 per cent, ** significant at 5 per cent, *** significant at 10 per cent.
Capital expenditure is negatively correlated with expenditure on education, sports, arts and culture. The expenditure on medical and public health is negatively correlated with capital expenditure over the period of time. The expenditure on others is positively correlated with capital expenditure. The expenditure on forestry and wild life is positively correlated and statistically significant with capital expenditure. The food storage and warehousing is positively correlated with capital expenditure. Co-operation is positively correlated to capital expenditure. Loan from National Co-operative Development Corporation is negatively correlated to capital expenditure. It is statistically significant. The housing expenditure is negatively correlated to the capital expenditure. It is statistically significant. The dummy variable is positive and statistically significant. It means capital expenditure has increased more in the state in the second period as compare to the first period (see Table 12 ).
Debt burden on the state
State government of Maharashtra has more than Rs. 4 lakh crore public debts at the end of March 2018.
The fiscal indicators as presented in Table 1 Revenue expenditure is negatively correlated to developmental expenditure, economic services and administrative services. In the second period, the revenue expenditure is positively correlated to fiscal services, miscellaneous services and grants in aids and contributions. The revenue expenditure is negatively correlated to non-developmental expenditure, interest payments and servicing of debt. In the first period, the revenue receipts are negatively correlated to tax revenue, state own tax revenue, taxes on commodities and services and share in central taxes, non-tax revenue, state social services, economic services and grants from the center. It is positively correlated to dividends and profits. In the second period, the revenue receipts are positively correlated to total revenue, tax revenue, own tax revenue, taxes on commodities and services, share in central taxes, non-tax revenue, state own non tax revenue, interest receipts, dividends and profits, general, social and economic services and grants from the center. The capital receipts are negatively correlated to remittances. The capital receipts are positively correlated to internal debt recovery of loans and advances, small savings, provident funds, reserve funds, deposits and advances, suspense and miscellaneous.
In the second period, capital receipts are negatively correlated to remittances. They are positively correlated to recovery of loans and advances, reserve funds, suspense and miscellaneous. The cap-ital expenditure in the first period was positively correlated to loans and advances by state governments and non-development purposes. In the second period, it is negatively correlated to total capital disbursement, total capital outlay, development expenditure and economic services. It is positively correlated to non-development expenditure, discharge of internal debt, repayments of loans to the center, loans and advances by state government, development purpose expenditure, economic services and non-development purposes. The first and the second periods of revenue receipts have been compared. Revenue receipts are found to be positively correlated to stamps and registration fees, other taxes and duties, dividends and profits, others, minor irrigations, state plan schemes, center plan schemes, centrally sponsored schemes and the second period of dummy variable. The revenue receipts are negatively correlated to entertainment tax, major and medium irrigation projects powers. Revenue expenditure is positively correlated to fisheries, organs of state, appropriation for reduction district administration, police force, pensions and dummy variable. The revenue expenditure is negatively correlated to labor and labor welfare, soil and water conservation, science, technology and environment. Capital receipts are positively correlated to industries and minerals, civil deposits, civil advances and remittances. Capital receipts are negatively correlated to urban development, village and small industries, suspense and dummy variable. The capital expenditure is negatively correlated to education, sports, arts and culture, medicine and public health loans from national co-operative, development co-operation and housing. The capital expenditure is positively correlated to forestry and wild life. There are number of alternative policies required for investment and reducing various deficits in the state. The resources are limited with the state. The state government has the responsibility to prioritize the allocation of public expenditure to ensure its best use. This requires taking into consideration not only economic and wider development objectives, but also how these fit to the needs of constituencies (Dickenson et al., 2015) . A number of policies have been suggested to increase receipts and investment in the state. State government must increase entertainment tax. 
